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PART I – FINANCIAL INFORMATION 
 
Item 1.  Financial Statements 
 

VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

CONSOLIDATED CONDENSED BALANCE SHEETS 
(Unaudited) 

 
 September 30,  December 31,
 2004  2003 

Assets    
Current assets:    
 Cash and cash equivalents $  3,947,575  $  546,423 
 Prepaid expenses     404,876     635,960 
   4,352,451  1,182,383 
    
Property and equipment  144,955  9,166 
Deferred financing costs (note 3) 380,360  491,450 
Deferred consulting services        201,396    1,393,873 
    
  Total assets $  5,079,162  $3,076,872 
    

Liabilities and Stockholders’ Equity    
Current liabilities:    
 Accounts payable and accrued liabilities (note 10) 
      Current portion of capital lease obligation (note 6) 

$  455,035 
2,293 

 $  829,500 
-- 

 Promissory notes payable (note 4)   296,321      466,285 
  Total current liabilities 753,649   1,295,785 
    
4% Senior subordinated convertible debentures (note 5) 258,447  -- 
Capital lease obligation (note 6 ) 
 

10,517  -- 

  Total liabilities   1,022,613  1,295,785 
    
Stockholders’ Equity:    
 Common stock, ($0.001 par value.  Authorized 50,000,000 shares; 
    Issued and outstanding 30,231,624 and 20,567,548 shares at September 
    30, 2004 and December 31, 2003, respectively.) 

 
 

30,231 

  
 

20,566 
Preferred stock ($0.001 par value.  Authorized 5,000,000 shares;  issued    
   and outstanding Nil shares at September 30, 2004 and at December 31,  
   2003) 

 
-- 

  
-- 

Additional paid in capital 19,553,246  10,822,021 
Deficit accumulated during the development stage (15,498,494)  (9,033,066) 
Retained earnings prior to entering development stage 21,304  21,304 
Treasury stock (7,000 shares at September 30, 2004 and December 31, 2003, 
at cost) 

     (49,738)  (49,738) 

    
  Total stockholders’ equity  4,056,549  1,781,087 
    
Guarantees and Commitments (note 11)    
    
    
Total liabilities and stockholders’ equity  $5,079,162  $3,076,872 

 

See accompanying notes to unaudited interim period consolidated condensed financial statements. 
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

Consolidated Condensed Statements of Operations 
For the three and nine months ended September 30, 2004 and 2003 

And for the Period from August 3, 1999 to September 30, 2004 
(Unaudited) 

 
  

Three Months 
Ended 

September 30, 

 
Nine Months 

Ended 
September 30, 

Period from 
August 3, 1999 

to 
September 30, 

2004  
 2004 2003 2004 2003  

      
Operating expenses (income):      
   Selling, general and administrative (note 10) $ 809,773 $  279,995 $2,164,858 $ 1,403,372 $6,376,257
   Research and development 342,743 159,463 836,235 816,072 5,270,137
   Amortization 17,321 1,061 26,899 3,185 221,501
   Gain on sale of property and equipment -- -- -- -- (7,442)
   Write-off of prepaid services -- -- 322,494 -- 496,869
   Write-off of deferred consulting services -- -- 1,048,100 -- 1,048,100
   Write-off of accounts receivable -- -- -- -- 16,715
   Write-off of due from related party -- -- -- -- 12,575
   Loss on cash pledged as collateral for operating 

lease -- -- -- -- 21,926
   Write-down of property and equipment -- -- -- -- 14,750
 1,169,837 440,519 4,398,586 2,222,629 13,471,388
  
Loss before the undernoted (1,169,837) (440,519) (4,398,586) (2,222,629) (13,471,388)
  
Other income (expenses):  
  Interest income 10,986 -- 21,795 -- 24,876
 Gain (loss) on extinguishment of debt (note 4)           -- -- (198,000) -- 93,507
  Interest and financing costs (notes 3 and 8) (329,048) (4,535) (1,871,354) (48,048) (2,104,478)
  Other (8,474) (3,132) (19,283) (4,610) (41,011)
 (326,536) (7,667) (2,066,842) (52,658) (2,027,106)
  
Net loss $(1,496,373) $(448,186) $(6,465,428) $(2,275,287) $(15,498,494)
  
Loss per share – basic and diluted (note 9) $(0.05) $(0.02) $(0.24) $(0.13)
  
Weighted average number of common shares 

outstanding during period 
30,141,631 20,262,187 26,824,249 17,762,210

 
 
 
 
 
 
 
 

See accompanying notes to unaudited interim period consolidated condensed financial statements. 
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS 
For the nine months ended September 30, 2004 and 2003 

And for the Period from August 3, 1999 to September 30, 2004  
(Unaudited) 

 
  Nine Months  

Ended  
              September 30, 

2004                    2003 

Period from 
August 3, 1999 
to September 

30,  
2004

Cash flows from operating activities:    
Net loss $ (6,465,428) $(2,275,287) $ (15,498,494)
Adjustments to reconcile net loss to net cash used in 
   Operating activities: 

 

Amortization of property and equipment 26,899 3,185 221,501
Non-cash compensation expense 326,301 1,100,252 1,814,537
Non-cash interest and financing expense 1,870,564 48,048 2,103,688
Non-cash penalties 110,400 -- 110,400
Write-off of prepaid services 322,494 -- 496,869
Write-off of deferred consulting services 1,048,100 -- 1,048,100
Currency translation adjustment on liquidation of  
   investment in foreign subsidiary --

 
-- (26,212)

Gain on sale of property and equipment -- -- (7,442)
Loss (gain) on extinguishment of debt 198,000 -- (93,507)
Write-off of accounts receivable -- -- 16,715
Write-off of due to related party -- -- 12,575
 Loss on cash pledged as collateral for operating lease -- -- 21,926
Write-down of property and equipment -- -- 14,750
Increase (decrease) in cash resulting from changes in:  
Accounts receivable -- -- (16,715)
Prepaid expenses (230,833) 15,655 (251,602)
Due to a related party -- -- (5,178)
Accounts payable and accrued liabilities (343,314) 337,788 2,028,703
Net cash used in operating activities (3,136,817) (770,359) (8,009,386)
Cash flows from investing activities:   
Additions to property and equipment (147,922) (2,636) (471,442)
Proceeds on sale of property and equipment  -- -- 176,890
Cash pledged as collateral for operating lease -- -- (21,926)
Net cash used in investing activities (147,922) (2,636) (316,478)

Cash flows from financing activities:  
Capital lease repayments (1,956) -- (1,956)
Increase in due from related party -- -- 12,575
Issuance of common shares 6,000,000 -- 8,030,000
Share issuance costs (534,874) -- (631,624)
Redemption of common stock -- -- (49,738)
Issuance of promissory notes -- 619,000 3,108,731
Issuance of 4% senior subordinated convertible debentures 1,400,000 -- 2,000,000
Debt issuance costs (177,279)  (231,779)
Repayment of promissory notes -- -- (16,000)
Net cash provided by financing activities 6,685,891 619,000 12,220,209

Effects of exchange rates on cash and cash equivalents -- -- 18,431
Net increase (decrease) in cash and cash equivalents 3,401,152 (153,995) 3,912,776

Cash and cash equivalents:  
Beginning of period 546,423 156,650 34,799
End of period $3,947,575 $      2,655 $3,947,575

     
See accompanying notes to unaudited interim period consolidated condensed financial statements. 
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

Notes to Consolidated Condensed Financial Statements 
September 30, 2004 

(Unaudited) 
 
Validian Corporation (the “Company”) was incorporated in the State of Nevada on April 12, 1989 as CCC Funding Corp.  
The Company underwent several name changes before being renamed to Validian Corporation on January 28, 2003. 
 
Since August 3, 1999, the efforts of the Company have been devoted primarily to the development of a high speed, highly 
secure method of exchanging data between applications using the internet, and to marketing initiatives designed to position 
the Company within the marketplace.  Prior to August 3, 1999, the Company provided consulting services for web site 
implementation, multimedia CD design, computer graphic publication, as well as implementation of dedicated software 
solutions used in connection with the French Minitel and the internet.  As the Company commenced development activities 
on this date, it is considered for financial accounting purposes to be a development stage enterprise and August 3, 1999 is 
the commencement of the development stage. 
 
1.  Basis of Presentation 
 
The accompanying consolidated condensed financial statements include the accounts of Validian Corporation and its 
wholly owned subsidiaries (collectively, the "Company") after elimination of all significant intercompany balances and 
transactions. The financial statements have been prepared in conformity with generally accepted accounting principles in 
the United States of America which require management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes. While management has based its assumptions and estimates 
on the facts and circumstances currently known, final amounts may differ from such estimates. 
 
The interim financial statements contained herein are unaudited but, in the opinion of management, include all adjustments 
(consisting only of normal recurring entries) necessary for a fair presentation of the financial position and results of 
operations of the Company for the periods presented. The results of operations for the nine months ended September 30, 
2004 are not necessarily indicative of the operating results for the full fiscal year ending December 31, 2004. Moreover, 
these financial statements do not purport to contain complete disclosure in conformity with generally accepted accounting 
principles used in the United States of America and should be read in conjunction with the Company's audited financial 
statements at and for the year ended December 31, 2003. 
 
2.  Significant accounting policies 
 
(a)  Property and equipment: 
 
Property and equipment is stated at cost less accumulated depreciation, and includes computer hardware and software, 
furniture and equipment, equipment under capital lease and leasehold improvements.  These assets are being depreciated on 
a straight-line basis over their estimated useful lives, as follows:  computer hardware, furniture and equipment:  3 years; 
equipment under capital lease:  over the term of the lease, being 4 years; computer software:  1 year; leasehold 
improvements:  over the term of the lease, being 2 years. 
 
(b)  Leases: 
 
Leases are classified as either capital or operating in nature.  Capital leases are those which substantially transfer the 
benefits and risk of ownership to the Company.  Assets acquired under capital leases are depreciated on a straight-line basis 
over the term of the lease, being 4 years.  Obligations recorded under capital leases are reduced by the principal portion of 
lease payments.  The imputed interest portion of lease payments is charged to expense.  
 
 
(c)  Stock based compensation: 
 
The Company applies the intrinsic value-based method of accounting prescribed by Accounting Principles Board (“APB”) 
Opinion No. 25, “Accounting for Stock Issued to Employees”, and related interpretations including FASB Interpretation 
No. 44, “Accounting for Certain Transactions involving Stock Compensation an interpretation of APB Opinion No. 25” 
issued in March 2000, to account for its stock options for employees.  Under this method, compensation expense is 
recorded on the date of grant only if the current market price of the underlying stock exceeded the exercise price.  
Statement of Financial Accounting Standards (“SFAS”) No. 123, “Accounting for Stock-Based Compensation,” established  
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

Notes to Consolidated Condensed Financial Statements 
September 30, 2004 

(Unaudited) 
 
2.  Significant accounting policies (continued) 
 
(c)  Stock based compensation (continued): 
 
accounting and disclosure requirements using a fair value-based method of accounting for stock-based employee 
compensation plans.  These provisions are required to be applied to stock compensation granted to non-employees.  As 
allowed by SFAS No. 123, the Company has elected to continue to apply the intrinsic value-based method of accounting 
described above for awards granted to employees, and has adopted the disclosure requirements of SFAS No. 123.  Prior to 
September 30, 2004  no options were granted to employees.  Furthermore, there are no expenses on a fair value basis to be 
recognized in these quarterly periods as a result of previous option grants.  As such, the pro forma net loss and basic and 
diluted net loss per share as calculated in accordance with SFAS 123 are equal to the net loss reported in the consolidated 
condensed statement of operations for both the nine months ended September 30, 2004 and 2003. 
 
3.  Deferred financing costs 
 
The following table sets forth the cost and accumulated amortization of the deferred financing costs:  
 

 September 30, 
2004 

December 31, 
2003 

Balance, beginning of period $    491,450 $             -- 
Additions 994,829 491,450 
Amortization  (419,027) -- 
Financing costs transferred to additional paid in capital on conversion of 
   $1,120,000 in principal value of the 4% senior subordinated convertible 
    debentures into common shares of the Company (note 5) 

 
 

(686,892) 

 
 

-- 
Balance, end of period $   380,360 $   491,450 

 
During January 2004 the Company issued a total of $1,400,000 in principal amount of 4% senior subordinated convertible 
debentures, as a continuation of the $600,000 in 4% senior subordinated convertible debentures issued during December 
2003 (note 5).  In connection with the placement of the debentures, the Company incurred costs of $994,829 during the 
nine months ended September 30, 2004 (year ended December 31, 2003 - $491,450) of which $840,050 (year ended 
December 31, 2003 - $414,450) was financed through the issuance of the Company’s Series H warrants and common 
shares.  
 
Amortization of the deferred financing costs is included in interest and financing costs on the consolidated condensed 
statement of operations.  
 
4.  Promissory Notes Payable  
    

 September 30, 
2004 

 December 31,
2003

Promissory notes payable, bearing interest at 12%, 
   due on demand, unsecured 

 
$       296,321 

 
$      466,285

 
During the nine months ended September 30, 2004, the Company settled promissory notes in the amount of $169,964, plus 
accrued interest of $10,036, which was included in accounts payable and accrued liabilities, through the issuance of 
360,000 common shares of the Company (note 7(a)). In connection with this transaction, the Company recorded a loss on 
the extinguishment of debt of $198,000. 
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

Notes to Consolidated Condensed Financial Statements 
September 30, 2004 

(Unaudited) 
 
 
 
 
5.  4% Senior Subordinated Convertible Debentures 
 
On January 26 and January 30, 2004, the Company issued $650,000 and $750,000, respectively, in 4% senior subordinated 
convertible debentures, which mature on December 31, 2005.  Under the terms of the debentures, the holder may, at any 
time, convert all or a portion of the outstanding principal plus accrued interest into common stock of the Company at a ratio 
of one common share for each $0.50 of debt converted.  At maturity, any principal plus accrued interest which has not been 
converted into common stock by the holder, may be repaid by the Company, at its option, either in cash or in common 
shares of the Company, at a ratio of one common share for each $0.50 of debt outstanding.  The conversion ratio will 
change if the price of future equity issuances is below $0.50. 
 
Holders of the debentures were also granted 980,000 Series H warrants to purchase common stock of the Company (note 
7(b)), at the ratio of seven warrants granted for each ten dollars invested.  In accordance with APB 14, “Accounting for 
Convertible Debt and Debt Issued with Stock Purchase Warrants”, $861,522, representing the relative fair value of the 
Series H warrants at the issuance date, has been allocated to the warrants and recorded as additional paid-in capital.  
 
At the date of issuance, the conversion feature of the debentures was “in-the-money”.  The intrinsic value of this beneficial 
conversion feature was $538,478.  In accordance with EITF 98-5, “Accounting for Convertible Securities with Beneficial 
Conversion Features or Contingently Adjustable Conversion Ratios” and EITF 00-27, “Application of Issue No. 98-5 to 
Certain Convertible Instruments”, this amount has been recorded as additional paid-in capital.  
 
The 4% senior subordinated convertible debentures are being accreted to their face value through periodic charges to 
interest expense over the term of the debentures. 
 
During the nine months ended September 30, 2004, holders of the debentures exercised the conversion feature and 
converted a total of $1,120,000 in principal, and $19,705 in accrued interest which was included in accounts payable and 
accrued liabilities, into 2,279,410 common shares of the Company (Note 7(a)).  Deferred financing costs of $686,892 (note 
3) were charged to additional paid-in capital in respect of the debentures converted, resulting in a net credit to stockholders’ 
equity of $452,813.  Of the original principal of $2,000,000, the remaining principal outstanding on the debentures is 
$880,000. 
 
During the nine months ended September 30, 2004, the Company accreted the debentures payable through charges to 
interest expense totaling $1,378,447.  Included in this amount is $933,051, which represents the unamortized discount that 
was recognized as interest expense during the nine months ended September 30, 2004 as a result of the conversion of 
debentures into common shares of the Company (Note 7(a)). 
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

Notes to Consolidated Condensed Financial Statements 
September 30, 2004 

(Unaudited) 
 
 
5.  4% Senior Subordinated Convertible Debentures (continued) 
 
The following table sets forth the financial statement presentation of the debentures issued at September 30, 2004 and 
December 31, 2003, the accretion of the 4% senior subordinated convertible debentures, the principal converted into 
common shares of the Company, and the balance allocated to 4% senior subordinated convertible debentures: 
 

 September 30, 
2004 

December 31, 
2003 

Cumulative proceeds 4% senior subordinated convertible debentures $2,000,000 $  600,000 
Allocated to additional paid-in capital for:   
     980,000 Series H warrants (1,216,708) (355,186) 
     Beneficial conversion feature    (783,292) (244,814) 
Proceeds allocated to 4% senior subordinated convertible debentures  
   upon issuance 

 
-- 

 
-- 

Accretion of the 4% senior subordinated convertible debentures as 
  a charge to interest and financing costs 

 
1,378,447 

 
-- 

 
Principal converted into common shares of the Company (1,120,000) -- 
Balance allocated to 4% senior subordinated convertible debentures, 
   end of period 

 
$   258,447 

 
$            -- 

 
6. Capital lease obligation 
 
During April, 2004, the Company entered into a capital lease arrangement in respect of office equipment.  Future minimum 
payments remaining under this agreement are approximately as follows: 
 

Year ended December 31:  
  2004 $   1,376 
  2005 5,504 
  2006 5,504 
  2007 5,504 
  2008   1,376 
Total minimum lease payments   19,264 
Less amount representing interest, at 23.9%   6,454 
  Present value of net minimum lease payments 12,810 
Current portion of capital lease obligation   2,293 
 $   10,517 
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

Notes to Consolidated Condensed Financial Statements 
September 30, 2004 

(Unaudited) 
 
 
7.  Stockholders’ Equity  
 
a)  Common stock transactions 
 
On March 8, 2004, the Company completed a private placement for 6,666,666 common shares and 3,333,333 Series I 
warrants (note 7 (b)), for proceeds of $6,000,000.  Share issuance costs of $775,163, of which $240,289 were incurred 
through the issuance of Series I warrants, were incurred with respect to the private placement.   
 
During the nine months ended September 30, 2004, the Company issued 40,000 shares of its common stock, valued at 
$42,500, to an unrelated company in consideration for consulting services rendered prior to September 30, 2004.   
 
In connection with the issuance of the 4% senior convertible debentures (note 5), the Company issued 30,000 shares of its 
common stock, valued at $30,300, to an unrelated company in consideration of financing fees, which has been included in 
deferred financing costs and is being expensed on a straight-line basis over the term to maturity of the debentures. 
 
During the nine months ended September 30, 2004, the Company issued 2,279,410 shares of its common stock to holders 
of its 4% senior subordinated convertible debentures, in connection with the conversion of $1,139,705 of debenture 
principal and accrued interest (note 5).  Deferred financing costs of $686,892 (note 3), were charged to additional paid-in 
capital in respect of the debentures converted, resulting in a net credit to shareholders’ equity of $452,813.   
 

Also during the nine months ended September 30, 2004, the Company issued 184,000 shares of its common stock, valued 
at $110,400, in satisfaction of penalties incurred on late filing and late registration of common stock underlying the 
conversion feature of the 4% senior subordinated convertible debentures.  

In addition, the Company issued 360,000 shares of its common stock in connection with the settlement of its 12% 
promissory notes (note 4). 
 
During the nine months ended September 30, 2004, 104,000 of the Series F warrants (note 7 (b)) were converted into 
104,000 shares of the Company’s common stock, in consideration for the cancellation of $52,000 in accounts payable.   
 
b)  Transactions involving stock purchase warrants  
 
In connection with the placement of its 4% senior subordinated convertible debentures (note 5), the Company issued 
1,827,500 Series H warrants, as follows: 847,500 Series H warrants were issued to unrelated parties in consideration for 
financing services rendered in connection with the placement of the debentures; and 980,000 Series H warrants were issued 
to the holders of the debentures.  The Series H warrants entitle the holders to purchase a total of 1,827,500 common shares 
of the Company at an exercise price of $0.50 per share, are exercisable at any time, and expire on December 31, 2006.  The 
exercise price will change if the price of future equity issuances is below $0.50.  $809,750, representing the fair value of the 
Series H warrants issued in relation to financing services, has been included in deferred financing costs, and is being 
charged to expense on a straight-line basis over the term of the debentures.   
 
As stated in note 5, $861,522, representing the relative fair value of the Series H warrants issued to the debenture holders, 
has been charged to additional paid-in capital.  The fair value of the Series H warrants was calculated using the Black 
Scholes option pricing model with the following weighted average assumptions:  expected dividend yield 0%; risk-free 
interest rate of 2.28%; expected volatility of 189%, and an expected life of 3 years. 
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

Notes to Consolidated Condensed Financial Statements 
September 30, 2004 

(Unaudited) 
 
7.  Stockholders’ Equity (continued) 
 
b)  Transactions involving stock purchase warrants (continued) 
 
In connection with the private placement of 6,666,666 common shares of the Company (note 7 (a)), the Company issued a 
total of 3,513,333 Series I warrants, as follows: 3,333,333 Series I warrants were issued to the investors in the private 
placement; and 180,000 Series I warrants were issued to an unrelated party in consideration for financing services rendered 
in connection with the private placement.  The Series I warrants entitle the holders to purchase a total of 3,513,333 common 
shares of the Company at an exercise price of $0.90 per share, are exercisable at any time, and expire on March 8, 2009.  
The exercise price will change if the price of future equity issuances is below $0.90.  The fair value of the Series I warrants 
issued in relation to financing services is $240,289, calculated using the Black Scholes option pricing model with the 
following weighted average assumptions:  expected dividend yield 0%; risk-free interest rate of 2.74%; expected volatility 
of 177%, and an expected life of 5 years. 
 
During the nine months ended September 30, 2004, 4,000,000 of the Series F warrants were cancelled in consideration for 
the termination of a long-term service agreement, resulting in the write-off of prepaid services and deferred consulting 
services of $322,494 and $1,048,100, respectively. 
 
During the nine months ended September 30, 2004, 104,000 of the Series F warrants  were converted into 104,000 shares of 
the Company’s common stock (note 7 (a)), in consideration for the cancellation of $52,000 in accounts payable. 
 
c) Transactions involving stock options 
 
During the nine months ended September 30, 2004, the Company agreed to grant 150,000 stock options to non-employees 
to purchase 150,000 common shares, at exercise prices as follows:  75,000 at $0.90, and 75,000 at $0.95.  The options will 
vest on various dates ranging from October 1, 2004 to November 24, 2004, and will be exercisable for a period of five years 
commencing from the grant date. 
 
A liability in the amount of $55,000 has been included in accrued liabilities at September 30, 2004 based on the fair value 
of the options that will be granted as consideration for services performed to September 30, 2004.  Related expenses of 
$51,800 and $3,200 have been included in selling, general and administrative expenses, and research and development, 
respectively, for the nine months ended September 30, 2004.  The fair value was determined using the following weighted 
average assumptions:  expected dividend yield 0%; risk-free interest rate of 3.36%; expected volatility of 171%; and an 
average expected life of 4.57 years.   
                     
                                            
8.  Interest and financing costs 
 
The following table sets forth the charges to interest and financing costs during the three and nine months ended September 
30, 2004 and September 30, 2003: 
 

 Three months ended September 
30, 

Nine months ended September 30, 
 

 2004 2003 2004 2003 
Interest and financing costs relating to 4% senior convertible 
debentures:   

    

  Accrued interest   $      8,905 $            --   $      44,677 $            -- 
  Accretion of the debentures payable (note 5) 233,558 -- 1,378,447 -- 
  Amortization of deferred financing costs (note 3) 76,831 -- 419,027 -- 
 319,294 -- 1,842,151 -- 
Accrued interest on 12% promissory notes        8,964 4,535 28,413 37,706 
Accrued interest on 5% promissory notes              --   --              --       10,342 
Interest portion of capital lease payments 790 -- 790 -- 
Total interest and financing costs $  329,048 $    4,535 $  1,871,354 $    48,048 
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

Notes to Consolidated Condensed Financial Statements 
September 30, 2004 

(Unaudited) 
 
9.  Loss per share 
 
For the purposes of the loss per share computation, the weighted average number of common shares outstanding has been 
used.  Had the treasury stock method been applied to the unexercised stock options and warrants, the effect on the loss per 
share would be anti-dilutive. 
 
The following securities could potentially dilute basic earnings per share in the future but have not been included in diluted 
earnings per share because their effect was antidilutive: 
 

 September 30, 
2004 

 September 30, 
2003 

Stock options 4,062,302  3,912,302 
Series B stock purchase warrants 320,000  320,000 
Series E stock purchase warrants 2,155,000  2,155,000 
Series F stock purchase warrants 3,896,000  8,000,000 
Series G stock purchase warrants      400,000  400,000 
Series H stock purchase warrants 2,727,500               -- 
Series I stock purchase warrants   3,513,333               -- 
 17,074,135  14,787,302 

 
10.  Related party transactions 
 
Included in selling, general and administrative expenses for the nine months ended September 30, 2004, and in accounts 
payable and accrued liabilities as at September 30, 2004 is $10,000 in administrative charges and $6,229 in reimbursable 
expenses payable to a corporation controlled by two of the Company’s officers and directors.  
 
11.  Guarantees and Commitments 
 
a) Guarantee 
 
The Company has entered into an agreement that contains features which meet the definition of a guarantee under FASB 
Interpretation No. 45 (“FIN 45”).  FIN 45 defines a guarantee to be a contract that contingently requires the Company to 
make payments (either in cash, financial instruments, other assets, common stock of the Company or through the provision 
of services) to a third party based on changes in an underlying economic characteristic (such as interest rates or market 
value) that is related to an asset, liability or an equity security of the other party. 
 
The Company has the following guarantee that is subject to the disclosure requirements of FIN 45:  In the normal course of 
business, the Company entered into a lease agreement for facilities.  As the lessee, the Company agreed to indemnify the 
lessor for liabilities that may arise from the use of the leased facility.  The maximum amount potentially payable under the 
foregoing indemnity cannot be reasonably estimated.  The Company has liability insurance that relates to the 
indemnification described above.    
 
Historically, the Company has not made any significant payments related to the above-noted indemnity and accordingly, no 
liability has been accrued in the financial statements. 
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VALIDIAN CORPORATION AND SUBSIDIARIES 
A DEVELOPMENT STAGE ENTERPRISE 

Notes to Consolidated Condensed Financial Statements 
September 30, 2004 

(Unaudited) 
 
11.  Guarantees and Commitments (continued) 
 
b)  Commitment   
 
During April, 2004 the Company entered into a lease agreement for office space.  Minimum annual rent payable under this 
contract is approximately as follows:  
 

2004 $  16,477 
2005 65,908 
2006          21,969 
Total $  104,354 

 
Effective July 1, 2004, the Company also entered into an agreement to sublease excess office space to an unrelated 
company.  The anticipated sublease income is approximately as follows:  2004 - $7,092; 2005 - $28,368; and 2006 - 
$9,456. 
 
Rent expense incurred under the operating lease for the nine months ended September 30, 2004 was $61,329.   
 
12.  Supplementary cash flow information 
 
The Company paid no income taxes during the nine months ended September 30, 2004, nor during the nine months ended 
September 30, 2003.   Interest paid in cash during the nine months ended September 30, 2004 and September 30, 2003 were 
$790 and $nil, respectively. 
 
Non-cash financing activities are excluded from the consolidated condensed statement of cash flows.  The following is a 
summary of such activities: 
 

 Nine months ended September 30 
 2004 2003 
Conversion of 4% senior subordinated convertible debentures 
   and accrued interest, net of deferred financing costs  
   of $686,892 

 
 

$  452,813 

 
 

$             -- 
Conversion of promissory notes and accrued interest   180,000 1,457,564 
Debt issuance costs 840,050 -- 
Share issuance costs 240,289 -- 
Conversion of 104,000 Series F warrants into 104,000 shares 
  of the Company’s common stock in consideration for the 
  cancellation of $52,000 in accounts payable  

 
 

52,000 

 
 

-- 
Increase in capital lease obligation 14,766 -- 
     Total $1,779,918 $1,457,564 
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ITEM 2.   MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATIONS 

FORWARD-LOOKING INFORMATION 
 

  The discussion in this Form 10-QSB contains both historical information and forward-looking information.  The forward- 
looking information, which generally is information stated to be anticipated, believed, expected or projected by us, involves 
known and unknown risks, uncertainties and other factors which may cause our actual results and performance to be 
materially different from any future results and performance expressed or implied by such forward-looking information.  
Potential risks and uncertainties include, without limitation and in addition to other factors discussed in this report: 

 
* the uncertainties inherent in the development of new software applications; 
* our need for additional capital funding; 
* the need for acceptance of our software applications by third party payers; and  
* rapid developments in technology, including developments by competitors. 

 
We are a software development company focused on developing and commercializing products based on our technology 
that provides a multi-platform development environment and facilitates secure communications on the internet. 
 
CRITICAL ACCOUNTING POLICIES 
 
We prepare our financial statements in accordance with generally accepted accounting principles in the United States of 
America.  The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and related 
disclosures of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues 
and expenses during the reporting period.  Significant accounting policies and methods used in preparation of the financial 
statements are described in note 2 to our 2003 Consolidated Financial Statements and updated in note 2 to our September 
30, 2004 Interim Consolidated Condensed Financial Statements.  We evaluate our estimates and assumptions on a regular 
basis, based on historical experience and other relevant factors.  Actual results could differ materially from these estimates 
and assumptions.  The following critical accounting policies are impacted by judgments, assumptions and estimates used in 
preparation of our 2003 and 2004 Interim Consolidated Condensed Financial Statements. 
 
Revenue recognition: 
 
We have not recorded any revenues to date.  At such time as we enter into revenue generating contracts with customers, we 
will recognize revenue when title has passed, persuasive evidence of an arrangement exists, performance has occurred, the 
amount of the contract is determinable, customer specified test criteria have been met and the earnings process is complete. 
 
Long-lived assets: 
 
We perform impairment tests on our long-lived assets if events or changes in circumstances indicate that an impairment 
loss may have occurred.  We estimate the useful lives of capital assets and deferred charges based on the nature of the asset, 
historical experience and the terms of any supply contracts.  The valuation of long-lived assets is based on the amount of 
future net cash flows these assets are estimated to generate.  Revenue and expense projections are based on management’s 
estimates, including estimates of current and future industry conditions.  A significant change to these assumptions could 
impact the estimated useful lives or valuation of long-lived assets resulting in a change to depreciation or amortization 
expense and impairment charges.  We recorded long-lived asset impairments during the nine months ended September 30, 
2004.  Future impairment tests may result in further impairment charges. 
 
Research and development expenses: 
 
We expense all of our research and development expenses in the period in which they are incurred.  At such time as our 
product is determined to be commercially available, we will capitalize those research and development expenditures that 
are related to the maintenance of the commercial products, and amortize these capitalized expenditures over the estimated 
life of the commercial product.  The estimated life of the commercial product will be based on management’s estimates, 
including estimates of current and future industry conditions.  A significant change to these assumptions could impact the 
estimated useful life of our commercial product resulting in a change to amortization expense and impairment charges. 
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Stock based compensation: 
 
We apply the intrinsic value-based method of accounting prescribed by Accounting Principles Board (“APB”) Opinion No. 
25, “Accounting for Stock Issued to Employees”, and related interpretations including FASB Interpretation No. 44, 
“Accounting for Certain Transactions involving Stock Compensation an interpretation of APB Opinion No. 25” issued in 
March 2000, to account for stock options for employees.  Under this method, compensation expense is recorded on the date 
of grant only if the current market price of the underlying stock exceeded the exercise price.  Statement of Financial 
Accounting Standards (“SFAS”) No. 123, “Accounting for Stock-Based Compensation,” established accounting and 
disclosure requirements using a fair value-based method of accounting for stock-based employee compensation plans.  
These provisions are required to be applied to stock compensation granted to non-employees.  As allowed by SFAS No. 
123, the Company has elected to continue to apply the intrinsic value-based method of accounting described above for 
awards granted to employees, and has adopted the disclosure requirements of SFAS No. 123.  During the nine months 
ended September 30, 2004 and 2003, no options were granted to employees.  Furthermore, there are no expenses on a fair 
value basis to be recognized in these quarterly periods as a result of previous option grants.  As such, the pro forma net loss 
and basic and diluted net loss per share as calculated in accordance with SFAS 123 are equal to the net loss reported in the 
consolidated condensed statement of operations for both the nine months ended September 30, 2004 and 2003. 
 
RESULTS OF OPERATIONS 
 
The Three Months Ended September 30, 2004 Compared to the Three Months Ended September 30, 2003 
 
Revenue:  We generated no revenues during the three months ended September 30, 2004, nor did we generate any revenues 
during the three months ended September 30, 2003.  Since August 1999 we have directed all of our attention towards the 
completion, and sales and marketing of, our software applications.  We believe that if we are successful in our development 
and sales and marketing efforts, we will generate a source of revenues in the future from sales and/or licensing of our 
software applications 
 
Selling, general and administrative expenses: Selling, general and administrative expenses consist primarily of personnel 
costs, professional fees, communications expenses, occupancy costs and other miscellaneous costs associated with 
supporting our research and development and sales and marketing activities.  During the three months ended September 30, 
2004 we incurred a total of $809,773, including $708,489 in cash-based expenses and $101,284 in stock-based expenses, as 
compared to $279,995, of which $153,700 was cash-based and $126,295 was stock-based expense, during the three months 
ended September 30, 2003.  There was an overall increase in selling, general and administrative expenses of $529,778 
(189%), comprised of a $554,789 (361%) increase in the cash-based component, which was partially offset by a $25,011 
(20%) decrease in the stock-based component of this expense.  The increase in the cash-based component of selling, 
general and administrative expenses occurred primarily as a result of the ramp-up of our sales and marketing efforts during 
the second and third quarters of 2004, which entailed the addition of seven new sales and marketing personnel, expansion 
of our leased office space, and increased travel and related costs.  Cash-based administrative expenses were also higher 
during the three months ended September 30, 2004 as compared with the three months ended September 30, 2003, 
primarily as a result of the addition of one new administrative employee in February and another in August, 2004, and an 
increase in professional fees.    
 
The stock-based component of selling, general and administrative expense for the three months ended September 30, 2004 
consists of amortization of prepaid consulting fees recognized on the issuance of warrants during 2003, and accrued 
expenses associated with the commitment to grant options as described in Note 7(c) to the financial statements.   The stock-
based component of selling, general and administrative expense for the three months ended September 30, 2003 consisted 
only of amortization of prepaid consulting fees recognized on the issuance of warrants during 2003.  The decrease in stock-
based expenses for the three months ended September 30, 2004 occurred as a result of lower amortization of prepaid 
expenses due to the cancellation of a long-term service agreement during the first quarter of 2004, which reduced the 
amortization of the related prepaid expense during subsequent periods.   
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During the third quarter of 2002 we began marketing our software applications, with the objective of increasing the number 
of beta sites and gaining market recognition for our software applications and for our company.  We continued with this 
objective until the second quarter of 2004, at which time we began to ramp up our sales and marketing efforts in 
anticipation of one of our software applications becoming ready for commercial licensing during the fourth quarter of 2004.   
Throughout the three months ended September 30, 2004, we continued these initiatives, which focus on the objective of 
obtaining future commercial sales of our products.  The market for software applications is extremely competitive, and is 
dominated by well-known, established companies.  Moreover, the sales cycle in our segment is typically long.  For these 
reasons we have incurred, and will continue to incur, significant sales and marketing expenses in advance of our software 
applications reaching the stage of being ready for full commercial release. 
 
Research and development expenses: Research and development expenses consist primarily of personnel costs and 
consulting expenses directly associated with the development of our software applications.  During the three months ended 
September 30, 2004, we incurred $342,743 developing our software applications, which represents an increase of $183,280 
(115%) from the $159,463 we incurred during the three months ended September 30, 2003.  This increase is due primarily 
to the expansion of the contract development group from an average of 9 personnel during the three months ended 
September 30, 2003, to an average of 24 personnel during the three months ended September 30, 2004.  Additionally, we 
redeployed one employee and one consultant from sales and marketing to research and development during the three 
months ended September 30, 2004. 
 
Interest and financing costs:  Interest and financing costs consist of interest and financing costs associated with our 4% 
senior convertible debentures, interest on promissory notes payable and interest on the capital lease. During the three 
months ended September 30, 2004, we incurred $329,048 in interest and financing costs, an increase of $324,513 (716%) 
over the $4,535 in interest and financing costs incurred during the three months ended September 30, 2003.  Of the 
$329,048 in interest and financing costs we incurred during the period, $319,294 relates to our 4% senior subordinated 
convertible debentures, $8,964 relates to promissory notes payable, and $790 relates to the capital lease.  The $319,294 in 
interest and financing costs associated with our 4% senior subordinated debentures that we recorded during the three 
months ended September 30, 2004 is comprised of:  $8,905 of accrued interest charges on the debentures outstanding 
during the period; $233,558 of accretion of debentures payable through charges to interest expense; and $76,831of 
amortization of deferred financing costs.  The accretion of debentures payable in the amount of $233,558 includes $124,324 
which represents the unamortized discount that was recognized as interest expense during the quarter as a result of the 
conversion of $56,763 in principal of our 4% senior convertible debentures, net of deferred financing costs of $93,237.   
 
 During the three months ended September 30, 2003, our $4,535 in interest and financing costs related solely to promissory 
notes payable.  As the transaction involving the issuance of $2,000,000 of 4% senior subordinated convertible debentures 
and 1,400,000 Series H warrants took place in December 2003 and January 2004, there were no comparable expenses 
during the three months ended September 30, 2003.   
 
 Net Loss: We incurred a loss of $1,496,373 ($0.05 per share) for the three months ended September 30, 2004, compared to 
a loss of $448,186 ($0.02 per share) for the three months ended September 30, 2003.  Our revenues and future profitability 
are substantially dependent on our ability to: 
 

* identify customers willing to install pilot projects for our products; 
* continue to operate successfully existing beta sites, integrating our technology into their operations; 
* modify the software applications based on the results of the beta site trials; 
* license the software applications to a sufficient number of clients; 
* modify the successful software applications, over time, to provide enhanced benefits to then-existing users;  
* successfully develop related software applications; and 
* continue the development of products based on our technology. 

 
The Nine Months Ended September 30, 2004 Compared to the Nine Months Ended September 30, 2003 
Revenue:  We generated no revenues during the nine months ended September 30, 2004, nor did we generate any revenues 
during the nine months ended September 30, 2003.  Since August 1999 we have directed all of our attention towards the 
completion, and sales and marketing of, our software applications.  We believe that if we are successful in our development 
and sales and marketing efforts, we will generate a source of revenues in the future from sales and/or licensing of our 
software applications. 
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Selling, general and administrative expenses: Selling, general and administrative expenses consist primarily of personnel 
costs, professional fees, communications expenses, occupancy costs and other miscellaneous costs associated with 
supporting our research and development and sales and marketing activities.  During the nine months ended September 30, 
2004 we incurred a total of $2,164,858, including $1,676,357 in cash-based expenses and $488,501 in stock-based expenses 
as compared to $1,403,372, of which $640,935 was cash-based and $762,437 was stock-based expenses, during the nine 
months ended September 30, 2003.  There was an overall increase in selling, general and administrative expenses of 
$761,485 (54%), comprised of a $1,035,422 (162%) increase in the cash-based component of this expense, which was 
partially offset by a $273,936 (36%) decrease in stock-based expenses.  The increase in the cash-based component of 
selling, general and administrative expenses occurred primarily as a result of the ramp-up of our sales and marketing efforts 
during the second and third quarters of 2004, which entailed the addition of seven new sales and marketing personnel, 
expansion of our leased office space, and increased travel and related costs.    We also added two individuals to our 
administrative staff, and incurred higher professional fees.  The decrease in the stock-based component of selling, general 
and administrative expenses occurred primarily as a result of an unusually large number of stock options and warrants 
being issued to consultants in recognition of their commitment to the company in its early stages, during the nine months 
ended September 30, 2003, for which there was no comparable transaction during the nine months ended September 30, 
2004.  During the nine months ended September 30, 2004, the stock-based selling, general and administrative expenses  
consisted of amortization of prepaid consulting fees recognized on the issuance of warrants during 2003, accrued expense 
associated with the commitment to grant options as described in Note 7(c) to the financial statements, and $110,400 in 
penalties on the late registration of our common stock underlying our 4% convertible debentures, as discussed in Note 7(a) 
to the financial statements. 
 
 During the third quarter of 2002 we began marketing our software applications, with the objective of increasing the 
number of beta sites and gaining market recognition for our software applications and for our company.  We continued with 
this objective until the second quarter of 2004, at which time we began to ramp up our sales and marketing efforts in 
anticipation of one of our software applications becoming ready for commercial licensing during the fourth quarter of 2004.   
Our initiatives during this phase of our selling and marketing plan focus on the objective of obtaining future commercial 
sales of our products.  The market for software applications is extremely competitive, and is dominated by well-known, 
established companies.  Moreover, the sales cycle in our segment is typically long.  For these reasons we have incurred, and 
will continue to incur, significant sales and marketing expenses in advance of our software applications reaching the stage 
of being ready for full commercial release. 
 
Research and development expenses: Research and development expenses consist primarily of personnel costs and 
consulting expenses directly associated with the development of our software applications.  During the nine months ended 
September 30, 2004, we incurred $836,235, including $833,035 in cash-based expenses and $3,200 in stock-based 
compensation expense, as compared to $816,072, of which $480,256 was cash-based and $335,816 was stock-based 
compensation expense, during the nine months ended September 30, 2003, in research and development expenses.  The 
decrease of $332,616 (99%) in stock-based compensation expense occurred as a result of $335,816 in stock-based 
compensation on the issuance of options and warrants to consultants in recognition of their commitment to the company in 
its early stages, being reflected in the expense for the nine months ended September 30, 2003, with no similar transaction 
occurring during the nine months ended September 30, 2004.  Cash-based research and development expenses incurred 
during the nine months ended September 30, 2004 increased by $352,779 (73%) over the $480,256 in cash-based research 
and development expenses incurred during the nine months ended September 30, 2003, which is due primarily to the 
expansion of the contract development group from an average of 9 personnel during the nine months ended September 30, 
2003, to an average of 22 personnel during the nine months ended September 30, 2004.  Additionally, we redeployed one 
employee and one consultant from sales and marketing to research and development during the nine months ended 
September 30, 2004.  
 
Interest and financing costs:  Interest and financing costs consist of interest and financing costs associated with our 4% 
senior convertible debentures, interest on promissory notes payable and interest on the capital lease.  During the nine 
months ended September 30, 2004, we incurred $1,871,354 in interest and financing costs, an increase of $1,823,306 
(3,795%) over the $48,048 in interest and financing costs incurred during the nine months ended September 30, 2003. Of 
the $1,871,354 in interest and financing costs incurred during the period, $1,842,151 relates to our 4% senior subordinated 
convertible debentures, $28,413 relates to the promissory notes payable, and $790 relates to the capital lease. The 
$1,842,151 in interest and financing costs associated with our 4% senior subordinated convertible debentures that we 
recorded during the nine months ended September 30, 2004 is comprised of $44,677 of accrued interest charges on the 
debentures outstanding during the period; $1,378,447 of  accretion of debentures payable through charges to interest 
expense; and $419,027 of amortization of deferred financing costs.  The accretion of debentures payable in the amount of 
$1,378,447 includes $933,051 which represents the unamortized discount that was recognized as interest expense during 
the period as a result of the conversion of $433,108 in principal of the 4% senior convertible debentures, net of deferred 
financing costs of $686,892.   
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 During the nine months ended September 30, 2003 our $48,048 in interest and financing costs related solely to the 12% 
and 5% notes payable.  The decrease of $19,635 (41%) in interest on promissory notes payable reflects the lower principal 
balance outstanding during the nine months ended September 30, 2004 as compared with the nine months ended September 
30, 2003, which occurred as a result of the conversion of promissory notes into common stock of the company during the 
second quarter of 2003 and the first quarter of 2004.  As the transaction involving the issuance of $2,000,000 of 4% senior 
subordinated convertible debentures and 1,400,000 Series H warrants took place in December 2003 and January 2004, there 
were no comparable expenses during the nine months ended September 30, 2003. 

 
Write-off of prepaid services and write-off of deferred consulting services   As a result of completing the $6,000,000 
private equity placement, we cancelled a long-term service agreement with an unrelated company during the nine months 
ended September 30, 2004.  The termination of this agreement resulted in the cancellation of 4,000,000 Series F warrants, 
issued by us during September 2003, which entailed the write-off of $322,494 of prepaid services and $1,048,100 of 
deferred consulting services.  There was no comparable event during the nine months ended September 30, 2003.  
 
Loss on extinguishment of debt:  During the nine months ended September 30, 2004, we settled promissory notes and 
accrued interest totaling $180,000, through the issuance of 360,000 shares of our common stock.  We recorded a loss in 
connection with this transaction, representing the difference between the market value of the shares issued at the time of the 
settlement, and the amount which would have been paid had the debt been settled in cash. 
 
Net Loss: We incurred a loss of $6,465,428 ($0.24 per share) for the nine months ended September 30, 2004, compared to  
$2,275,287 ($0.13 per share) for the nine months ended September 30, 2003.  Our revenues and future profitability are 
substantially dependent on our ability to: 
 

* identify customers willing to operate pilot projects for our products; 
* continue to operate successfully existing beta sites, integrating our technology into their operations; 
* modify the software applications based on the results of the beta site trials; 
* license the software applications to a sufficient number of clients; 
* modify the successful software applications, over time, to provide enhanced benefits to then-existing users;  
* successfully develop related software applications; and 
* continue the development of products based on our technology. 

 
LIQUIDITY AND CAPITAL RESOURCES 
 
General: Since inception, we have funded our operations from private placements of debt and equity securities, including 
the exercise of warrants issued by us in August 1999.  In addition, until September 1999 we derived revenues from 
consulting contracts with affiliated parties, the proceeds of which were used to fund operations.  Until such time as we are 
able to generate adequate revenues from the licensing of our software applications we cannot assure that cash from the 
issuance of debt securities, the exercise of existing warrants and the placements of additional equity securities will be 
sufficient to fund our long-term research and development and selling, general and administrative expenses.  
 
We do not expect to generate commercial revenues during the three months ended December 31, 2004.  We anticipate 
commercial revenues commencing during the first quarter of 2005, however we cannot be assured that this will be the case.  
Our initial revenues are expected to come from pilot projects which demonstrate the benefits of our software applications.  
During the nine months ended September 30, 2004 our contract software application development group was expanded by 
17, and we added seven sales and marketing personnel and two administrative personnel to our staff.  We added one 
employee to our customer support group in October, 2004.  We do not expect to add any additional personnel during the 
next 6 months.  We have not made any material commitments for capital equipment expenditures during the next 12 
months. 
 
Sources of Capital: In August 1999 we made a transition in business strategies.  Prior to August 1999 we provided 
consulting services in addition to developing our core technology.  Since then, we have directed all of our efforts to the 
development, and sales and marketing of, our software applications. Our principal sources of capital for funding our 
business activities subsequent to August 1999 have been the private placements of debt and equity securities.  
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During the nine months ended September 30, 2004, we issued 4% convertible debentures and 980,000 Series H warrants, 
for gross proceeds of $1,400,000, and we completed a private placement of 6,666,666 common shares and 3,333,333 Series 
I warrants for gross proceeds of $6,000,000, in order to fund current and future operations.  Also during the nine months 
ended September 30, 2004, we issued 40,000 shares of our common stock, valued at $42,500 (average of $1.06 per 
common share) to an unrelated company in consideration for consulting services rendered, and we agreed to grant 150,000 
stock options to consultants for services rendered and to be rendered.  In respect of these options, $55,000 has been 
included in accrued liabilities, and $51,800 and $3,200 has been included in selling, general and administrative expense and 
research and development expense, respectively.  The Company has not entered into any off-balance sheet arrangements 
which would have provided the Company with a source of capital. 
 
Uses of Capital:  Since August 1999 we have directed our efforts towards the development and marketing of our software 
applications. In May 2000, we started to actively market our software applications.  We commenced our current marketing 
program during the third quarter of 2002, and have since engaged additional personnel to assist in, and to expand the scope 
of, this effort.  The objective of this program is to secure pilot projects and to gain market recognition for our company and 
our products, in order to generate future commercial sales of our products in the earliest time-frame possible.  During the 
nine months ended September 30, 2004, we added seven people to our sales and marketing team in order to accelerate our 
efforts to generate future commercial sales of our products, and we added two administrative employees.  Also during the 
nine months ended September 30, 2004, the size of our contract software application development group increased in order 
to implement revisions and enhancements to those of our products currently in use as they are identified, while continuing 
to develop additional products.  The Company has not entered into any off-balance sheet arrangements which would have 
resulted in the Company’s  use of capital. 
 
ITEM 3.   CONTROLS AND PROCEDURES 
 
The term “disclosure controls and procedures” is defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act 
of 1934, or the Exchange Act.  This term refers to the controls and procedures of a company that are designed to ensure that 
information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded, 
processed, summarized and reported within the time periods specified by the Securities and Exchange Commission.  Our 
management, including our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our 
disclosure controls and procedures as of the end of the period covered by this quarterly report.  Based upon that evaluation, 
our Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures were 
effective as of the end of the period covered by this quarterly report.  
 
There were no changes to our internal control over financial reporting during our last fiscal quarter that has materially 
affected, or is reasonably likely to materially affect, our internal control over financial reporting. 
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PART II – OTHER INFORMATION 
 
ITEM 2.  UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS 
 
On August 31, 2004, we issued 104,000 shares of our common stock on the exercise of 104,000 Series F warrants, in 
consideration for the cancellation of $52,000 in accounts payable.  The shares were issued to a non-U.S. investor in reliance 
upon Regulation S of the Securities Act of 1933.  The shares are restricted from resale in the United States in compliance 
with Regulation S. 
 
There have been no additional unregistered sales of equity securities during the nine months ended September 30, 2004 
which have not been previously reported.  
 
There have been no new material agreements, legal proceedings or stock repurchases which have not been previously 
reported. 
 
ITEM 6.  EXHIBITS AND REPORTS ON FORM 8-K. 
 
(a)  Exhibits. 
 

31.1  Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
31.2  Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
32.1  Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
32.2  Certification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
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SIGNATURES 
 
In accordance with Section 13 or 15(d) of the Securities Exchange Act of 1934, the small business issuer has duly caused 
this report to be signed on its behalf by the undersigned, thereunto duly authorized. 
 

VALIDIAN CORPORATION 
 
 
By:     /s/   André Maisonneuve 
André Maisonneuve 
President and Chief Executive Officer  

 
Dated: November 15, 2004. 
 
 
 
 

 By:    /s/   Ronald Benn 

 Ronald Benn 

 Chief Financial Officer and Treasurer 
 (principal financial officer) 
 
 Dated:  November 15, 2004 
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Exhibit 31.1  
Chief Executive Officer Certification (Section 302) 

 
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER 
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

 
I, Andre Maisonneuve, certify that: 
 
(1) I have reviewed this report on Form 10-QSB of Validian Corporation;  
(2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report;  

(3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operation and cash flows of the small business issuer 
as of, and for, the periods represented in this report;  

(4) The small business issuer’s other certifying officer and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the small business issuer 
and have:  

  (a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the small business issuer, 
including its consolidated subsidiaries, is made known to us by others within those entities, particularly during 
the period in which this report is being prepared;  

  (b)  Evaluated the effectiveness of the small business issuer’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and  

  (c)  Disclosed in this report any change in the small business issuer’s internal control over financial reporting that 
occurred during the small business issuer’s most recent fiscal quarter (the small business issuer’s fourth fiscal 
quarter in the case of an annual report) that has materially affected, or is reasonable likely to materially affect, 
the small business issuer’s internal control over financial reporting; and  

(5) The small business issuer’s other certifying officer and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the small business issuer’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions):  

  (a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the small business issuer’s ability to record, process, 
summarize and report financial information; and  

  (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role 
in the small business issuer’s internal controls over financial reporting.  

 
Date: November 15, 2004 
 
 
By: /s/ Andre Maisonneuve 
Andre Maisonneuve 
Chief Executive Officer 
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Exhibit 31.2  
 
Chief Financial Officer Certification (Section 302) 

 
 

CERTIFICATION OF CHIEF FINANCIAL OFFICER 
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

 
 
I, Ronald Benn, certify that: 
 
(1) I have reviewed this report on Form 10-QSB of Validian Corporation;  
(2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report;  

(3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operation and cash flows of the small business issuer 
as of, and for, the periods represented in this report;  

(4) The small business issuer’s other certifying officer and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the small business issuer 
and have:  

  (a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the small business issuer, 
including its consolidated subsidiaries, is made known to us by others within those entities, particularly during 
the period in which this report is being prepared;  

  (b)  Evaluated the effectiveness of the small business issuer’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and  

  (c)  Disclosed in this report any change in the small business issuer’s internal control over financial reporting that 
occurred during the small business issuer’s most recent fiscal quarter (the small business issuer’s fourth fiscal 
quarter in the case of an annual report) that has materially affected, or is reasonable likely to materially affect, 
the small business issuer’s internal control over financial reporting; and  

(5) The small business issuer’s other certifying officer and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the small business issuer’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions):  

  (a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the small business issuer’s ability to record, process, 
summarize and report financial information; and  

  (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role 
in the small business issuer’s internal controls over financial reporting.  

 
Date: November 15, 2004 
 
By: /s/ Ronald Benn 
Ronald Benn 
Chief Financial Officer 
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Exhibit 32.1 
 

Chief Executive Officer Certification (Section 906) 
 
 

CERTIFICATION PURSUANT TO  
18 U.S.C., SECTION 1350,  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

 
 
Pursuant to 18 U.S.C. Section 1350 (as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002), I, the 
undersigned Chief Executive Officer of Validian Corporation (the “Company”), hereby certify that, to the best of my 
knowledge, the Quarterly Report on Form 10-QSB of the Company for the period ended September 30, 2004 (the “Report”) 
fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information 
contained in the Report fairly presents, in all material respects, the financial condition and results of operation of the 
Company as of, and for, the periods presented in the Report. A signed original of this written statement required by Section 
906 has been provided to the registrant and will be retained by it and furnished to the Securities and Exchange Commission 
or its staff upon request. 
 
The foregoing certification is being furnished as an exhibit to the Form 10-QSB pursuant to Item 601(b)(32) of Regulation 
S-B and Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of the Title 
18, United States Code) and, accordingly, is not being filed as part of the Form 10-QSB for purposes of Section 18 of the 
Securities Exchange Act of 1934, as amended, and is not incorporated by reference into any filing of the Company, whether 
made before or after the date hereof, regardless of any general incorporation language in such filing. 
 
 
Dated November 15, 2004 
 
 
By:  /s/ Andre Maisonneuve 
Andre Maisonneuve 
Chief Executive Officer 
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Exhibit 32.2 
 
Chief Financial Officer Certification (Section 906) 
 

 
CERTIFICATION PURSUANT TO  

18 U.S.C., SECTION 1350,  
AS ADOPTED PURSUANT TO  

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
 
 
Pursuant to 18 U.S.C. Section 1350 (as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002), I, the 
undersigned Chief Financial Officer of Validian Corporation (the “Company”), hereby certify that, to the best of my 
knowledge, the Quarterly Report on Form 10-QSB of the Company for the period ended September 30, 2004 (the “Report”) 
fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information 
contained in the Report fairly presents, in all material respects, the financial condition and results of operation of the 
Company as of, and for, the periods presented in the Report. A signed original of this written statement required by Section 
906 has been provided to the registrant and will be retained by it and furnished to the Securities and Exchange Commission 
or its staff upon request. 
 
The foregoing certification is being furnished as an exhibit to the Form 10-QSB pursuant to Item 601(b)(32) of Regulation 
S-B and Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of the Title 
18, United States Code) and, accordingly, is not being filed as part of the Form 10-QSB for purposes of Section 18 of the 
Securities Exchange Act of 1934, as amended, and is not incorporated by reference into any filing of the Company, whether 
made before or after the date hereof, regardless of any general incorporation language in such filing. 
 
November 15, 2004 
 
By:  /s/ Ronald Benn 
Ronald Benn 
Chief Financial Officer 
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